Introduction
This study investigates the effect of implementation of SFAS No.131 on companies' information environments. 1 Specifically, using Beaver's information content measures, it examines the market's reaction to interim financial statements before and after adoption of SFAS No. 131. The Financial Accounting Standard Board (FASB) issued SFAS No. 131, "Disclosures about segments of an enterprise and related information", effective for all fiscal years commencing after December 15th 1997. Under SFAS No.131, firms are required to disclose segment information for interim periods (quarterly segment reporting) to shareholders. This provision was cited as one of the most important improvements needed by the AICPA Special Committee on Financial Reporting (SFAS No. 131, p.50) . Financial statement users contended that, to be timely, segment information is needed more often than annually and that the difficulties of preparing it on an interim basis could be overcome (SFAS No.131, p.98) . In its 1993 position paper, the Association for Investment Management and Research (AIMR) emphasized that "segment data is vital, essential, fundamental, indispensable, and integral to the investment analysis process" and "without desegregation, there is no sensible way to predict the overall amounts, timing, or risks of a complete enterprise's future cash flows. There is little dispute over the analytical usefulness of disaggregated financial data." A commitment to increased levels of disclosure reduces the possibility of information asymmetries arising either between the firm and its shareholders or among potential buyers and sellers of firm shares. Disclosure of segment information for interim periods requirement under SFAS No.131 could reduce information asymmetry between management and investors. However, as reported by Botosan and Harris (2000) , if many multi-segment firms consistently have disclosed their interim period information before adopting of SFAS No.131, the new requirement's effect may be limited and the effect will possibly differ based on whether or not the firm previously provided segment information. To test whether the release of SEC mandated interim financial reports has different information content from that under pre SFAS No.131 requirements, the difference in volume variability surrounding the release of quarterly reports (10 Qs) is examined using the abnormal trading volume (V-Statistics). This metric is developed by Beaver (1968) and revised by others. The assumption underlying these metrics is that if an information release (such as earnings) has information content, then new information will induce changes in volume from which investors trade. For this test, segment disclosure information from firms' quarterly reports was collected. Following Botosan and Harris (2000) , if a firm reported sales and/or operating profits by business segment in its 10-Qs in the pre-SFAS No.131 period, it is classified as a voluntary segment discloser (hereafter, a voluntary discloser). If the firm provided no business segment data in its 10-Qs during the same time period, it is classified as a nonvoluntary segment discloser (hereafter, nonvoluntary discloser). The empirical results of the information content test shows that the adoption of SFAS No.131 doesn't affect the investor's volume reaction. The volume reaction test shows that the reaction to the interim financial statement filing decreases (not significantly) for both voluntary and nonvoluntary disclosers. No difference between these two disclosers was found for both before and after the adoption. This result gives evidence that the information content of the new requirements of interim financial reporting is not significantly different from that under the previous requirements. This study contributes to the literature on disclosure. The empirical investigation of market reaction to SFAS No.131 interim period financial reports shows that the adoption of SFAS No.131 does not significantly affect investors' volume reaction. The results reported here indicate that SFAS No.131 interim period financial reports are not accompanied by significant market reaction, from which the inference may be drawn that the content of the newly required interim financial statements does not significantly differ from that the under previous requirements. The remainder of this chapter describes data and sample selection; provides the empirical analysis and results; and offers some concluding comments.
Data and sample selection
Segment data are obtained from the 2003 Compustat Industry Segment database. Following previous research, the sample is restricted to those firms with data on Compustat's Industry Segment (CIS) file (active and research) that have consolidated sales of at least 20 million USD and industry segment data available, and have no reported segments in the financial services industry (Standard Industrial Classification (SIC) 6000 to 6999) or in the regulated utilities industry (SIC 4900 to 4999) (also excluding ADRs). Data on segment information, the number of reported segments for each firm, and SIC codes assigned to each segment were obtained from the CIS file. 10-Qs on Lexis/Nexis was examined as regards voluntarily disclosing segment data in firms' quarterly reports. Following Botosan and Harris (2000) , if a firm reported sales and/or operating profits by business segment in the pre-SFAS No.131 period, it is classified as a voluntary discloser. If a firm provided no business segment data in its 10-Qs, it is classified as a nondiscloser. 2 I use a three-day window (centered on the filing day) sum as V-Statistics (Vsum3). I also use 1) the maximum value of those measures in the three-day window (Vmax3) the sum and the maximum value of those measures in the five-day window (Vmax5 and Vsum5), and 3) the sum and the maximum value of those measures in the three-day window (two day prior to the filing day and the filing day, Vmax2 and Vsum2). These results are presented in an appendix and are very similar. With the relatively smaller sample size of the nondiscloser sample, the power of the test results is very relatively low so that one cannot conclusively argue from these findings that the adoption of the quarterly segment information disclosure does not communicate relevant information to investors. And maybe the market needs some time to digest the new information from the mandated requirements of interim segment reporting and reflect its understanding. To provide more unambiguous conclusions, more powerful tests are required. NON-VOL5 -nonvoluntary interim segment disclosers in a five-day window. VOL3 -voluntary interim segment disclosers in a three-day window. NON-VOL3 -nonvoluntary interim segment disclosers in a three-day window. VOL2 -voluntary interim segment disclosers in a two-day prior to and the filingday window. NON-VOL2 -nonvoluntary interim segment disclosers in a two-day prior to and the filing day window. 
